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Abstract 
 
This dissertation was written as part of the MSc in Banking and Finance at the 
International Hellenic University.  
Initially, the main purpose of the research is to focus on analyzing the financing 
methods of SMEs, mainly in the last decade. Therefore, it is important to be 
mentioned that the method of financing through banking products and loans and the 
alternative ways of SMEs financing will be mainly analyzed, followed by an extensive 
analysis of the global financial crisis and how it has affected SMEs financing in the 
European Union. Finally, the growth of non-performing loans will be demonstrated in 
combination with a reduction in bank lending to SMEs. 
The need for new funding resources has led many businesses to seek capital in the 
European funding mechanism. The European funding mechanism and financing 
products through the European Central Bank will be presented and the way these 
financing programs helped SMEs recover after the global financial crisis. Last but not 
least a survey of Greek SMEs will be presented. The research is designed to highlight 
the ways in which Greek SMEs can be financed, the impact of the global financial crisis 
on them, as well as the changes that entrepreneurs are seeking for the future. 
Finally, important assistance in the preparation of my thesis had my supervisor 
Christos Grose with his instructions, tips and corrections. Last but not least, I want to 
thank my fiancée, Dora, for her undivided support in these two creative but 
demanding years of my studies. 
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Introduction 
 
Enterprises are the driving force behind the economies of the European countries 
and the European Union in particular. Especially, small and medium-sized enterprises 
(SMEs) constitute the largest part of the enterprises currently operating in the 
European Union and it's the kind of business that will be analyzed at this research 
extensively. It is estimated that there are over 24.5 million small and medium-sized 
enterprises operating in the European Union. 
In the existing literature, many researchers have tried to give a definition of a small 
and medium-sized business in order to separate them from the large ones, with the 
European Commission (2005) promoting the delineation of small and medium-sized 
enterprises based on two criteria: a) the criterion of the number of employees of the 
enterprise and b) the financial criterion of the annual turnover and the annual balance 
sheet. In the table above (Table 1) the definition of SMEs as determined from the 
European Commission in 2005 is shown. 
Table 1: Criteria of medium small and micro-sized enterprises 
 
Source: European Commission, 2003 
As it is observed SMEs are considered those employing less than 250 employees 
and have a turnover of less than 50 million Euros or a balance sheet total of less than 
43 million Euros. The importance of studying small and medium-sized enterprises lies 
in the fact that they constitute 99% of the enterprises operating in the European Union 
and are a crucial pillar of the development of the European Union's economy, ensuring 
job creation, innovation etc. It is also worth noting that two-thirds of the European 
Union's workforce is employed by small and medium-sized enterprises, with this 
percentage approaching 90% for some members of the union. 
Additionally, in the recent years it has become subject of research and study the 
profile of SMEs. Surveys have shown that 94% of SMEs are independent and do not 
belong to any other business or group of businesses. This separation will be an 
important element of this work, as the financing of this type of business will be 
analyzed in detail. In the table above (Table 2) the percentage of independent SMEs 
in the European Union is presented. 
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Table 2: Percentage of Independent and Dependent SMEs in EU 
 
Source: Eurostat 
The importance of SMEs. The role of globalization-Literature review 
 
As it is mentioned before SMEs are the backbone of the development of the 
economy in every country. However, in the last decades SMEs face the phenomenon 
of internationalization. The liberalization of markets and the abolition of frontiers (a 
typical example is the creation of the European Union) has brought SMEs faced with 
colossal businesses that are leaders in their fields, having as main instruments 
innovation and R&D, as well as the ability to create sales networks around the world. 
On the one hand small and medium-sized businesses had to remain competitive 
with these companies both domestically and internationally. On the other hand SMEs 
had to face the ever-increasing needs of consumers and the development and 
evolution of technology. However, globalization had a positive impact for SMEs. 
Moreover, every SME has a larger scope of action and almost zero cost in the 
movement and marketing of their products and services. Lu and Beamish (2001) refer 
to their research that the expansion of SMEs to international markets presents an 
important opportunity for growth and value creation and exposes unique challenges 
in addition to common challenges in domestic markets. According to Rajesh K. Singh 
and Suresh K. Garg (2008), for continuous improvement and change, SMEs have to 
benchmark themselves with the best in industry. Authors believe that organizations 
have to adopt different processes and management practices and the effective 
implementation of these processes will lead to performance improvement. 
Figure 1: Framework after globalization 
 
                                                              Source: Rajesh K. Singh and Suresh K. Garg 
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This constant competition with large companies, led SMEs to create an 
organizational framework as outlined in the above figure (Figure 1). What is worth 
noting is that SMEs are required to develop strategies, to enhance their competitive 
advantages and through management practices to enhance their performance. 
However, the transformation of the SMEs (modernization of systems, new selling 
network, etc.) had a significant cost. SMEs managers and owners were forced to look 
for new ways of financing, especially during the period of global financial crisis, where 
financial institutions have reduced lending to the minimum in that kind of companies. 
Additionally, this fact has had a major impact on the activity of SMEs and a large 
proportion of them have faced a liquidity problem and thus a sustainability problem. 
Because of the limited lending, companies sought new sources of funding other than 
traditional, safer and more efficient in terms of interest rates and securitization. 
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Chapter 1: SMEs and access to financing tools-Traditional lending 
 
Bank lending (debt financing) is the most popular and common way of financing for 
SMEs. This type of financing is usually offered by financial institutions in the form of 
overdrafts, bank loans, credit lines and credit cards. Bank lending is an agreement 
between the financial institution and the borrower, in which the borrower is obliged 
to pay at a specified interval a specified interest rate without regardless the financial 
position of the business in the interest payable period. The popularity of bank lending 
lies in the fact that this is the one of the cheapest type of external financing for SMEs. 
Moreover, bank lending embracing specific payment of interest for the lender and is 
very safe especially for businesses with stable turnover. Financial institutions approve 
loans to SMEs relying mainly on their creditworthiness and the prediction of future 
cash flows. The following table (Table 3) shows the percentage of firms in the EU who 
have used bank loans to finance its activities.  
 
Table 3: Share of companies having used debt financing in the EU-27 
 
Source: European Commission (2011) 
It is very important to be noticed that the percentage of bank lending is growing 
with the enterprise size class simultaneously. It is observed that debt financing was 
used by 66.3% of micro-sized companies, by 79.3% of small companies and 85.0% of 
medium-sized enterprises. Additionally, the rate of dependence on bank lending to 
SMEs in the European Union is asserting itself more strongly when compared with the 
figure dependence of business in the US (Graph 1). 
Graph 1: Dependence of bank lending in EU and USA
 
Source: IMF (2012) 
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It is easily observed that 80% of companies in USA target different form of financing 
from bank lending (capital markets). On the contrary, the corresponding figures 
dependence on bank lending in the European Union reaches on some countries 90% 
(Greece, Belgium). 
However over the years some concerns have been raised for SMEs which led to the 
restriction of bank lending. These concerns on the part of banking institutions, involve 
managing the risk of SMEs loans and are linked with three main problems of SMEs 
evaluation: 
 Initially, asymmetric information is the main problem in SMEs. By this we 
mean the difficulty for financial institutions to have access to the internal 
operations of businesses. Thus, it is difficult to understand if a business is 
making good decisions and has developed a specific business development 
strategy. 
 The principal/agent problem. This problem is linked to whether the 
company uses the funds borrowed for this purpose originally designated by 
the bank. Banking institutions' biggest concern is related to the likelihood 
that businesses will use the funds for higher risk investments than agreed. 
This is reinforced by the fact that SMEs are not required to submit annual 
or semi-annual financial reports. 
 Last but not least, SMEs are less transparent and organized by large 
businesses. Due to the fact that SMEs are not required to submit annual 
financial report, is more difficult for a financial institution to understand the 
financial statements of the company, as well as the clear distinction of the 
owner’s capital and those of the business. 
Due to the aforementioned limitations, many SMEs raised capital in alternative 
networks than those of banks. The following graph (Graph 2) clearly depicts the shift 
of businesses to different financing modes. 
Graph 2: Change of business funding in EU and US market 
 
Source: Cour-Thimann and Winkler (2013) 
In the next section we will discuss alternative forms of business financing extensively. 
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Chapter 2: SMEs and alternative financing methods 
 
Purpose of this section is to provide alternative financing of SMEs other than bank 
lending. The following table (Table 4) shows a wide range of financial products in terms 
of the risk-return ratio, that the most important and most popular will be analyzed 
further in the section. 
Table 4: Alternative financing methods 
 
Source: OECD (2013b) 
2.1) Leasing 
 
Leasing in recent years has become a very popular method of short-medium term 
financing. According to the Accounting Standard IAS 17 “a lease is an agreement 
whereby the lessor conveys to the lessee in return for a payment or series of payments 
the right to use an asset for an agreed period of time” (European Commission, 2012). 
In the case of leasing the lender retains the ownership of the asset and aims to 
profitable use of it, so the lessee to repay the agreed installments the contract. At the 
expiration of the contract there is the possibility the asset passing into the ownership 
of the borrower. The following layout (Figure 2) clearly illustrates the operating 
mechanism of leasing.  
Figure 2: Leasing mechanism 
 
Source: Izumi (2006) 
According to Fletcher et. al. (2005), there are two types of leasing: a) the finance 
lease and b) the operating lease. As Fletcher (2005) refers to his study the main 
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difference between the two kind of leasing is that in a “finance lease”, typically 
substantially all the risks and rewards of ownership of the asset are transferred to the 
lessee (while the lessor remains owner). In comparison, an “operating lease” is 
essentially a rental contract for the temporary use of an asset by the lessee. Typically, 
the risks associated with the ownership of the asset (e.g. maintenance and insurance 
responsibilities) remain with the lessor. 
The main difference of leasing with the traditional bank financing, is that leasing 
contracts require, on the part of the borrower, little or no advance funds either 
collateral in the property of the borrower and can finance up to 100% of the 
investment or equipment of a firm (banks usually finance 70-75% of the investment). 
Relative to that, leasing contracts are an excellent alternative financing method for 
SMEs and especially start-ups that do not have to demonstrate great credit history, 
which is generally required from a firm in order to achieve a positive evaluation from 
the banking system. Leasing can be a financing instrument for businesses facing cash 
shortages and reduced cash flows. The graph (Graph 3) illustrates the use of leasing 
by SMEs in Europe. Generally almost 50% of enterprises uses or has used in the past 
products of leasing. 
Graph 3 : Percentage of SMES in EU-28 using different financing types, 2014 
 
Source: ECB/EC 
It is worth noting that in order to appeal this kind of financing to SMEs should exist 
the appropriate legislative framework to support it. In many countries there are 
government programs that actively support this type of financing, called asset-based 
financing. Typical example is the case of the USA. In USA has been established the 
Small Business Administration (SBA), which offers short-term financing programs to 
SMEs and especially to those who do not cover the credit standards in order to access 
banking lending. 
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2.2) Factoring 
 
Factoring is another source of external financing for SMEs, which has been widely 
used in recent years. Also belong to the category of asset-based finance. According to 
the definition “Factoring is a supplier short-term financing mechanism, whereby a firm 
(‘seller’) receives cash from a specialized institution (‘factor’), in exchange for its 
accounts receivable, which result from the sales of goods or provision of services to 
customers (‘buyers’)”. Essentially the financial institution (factor) acquires the right to 
request the value of invoices by customers of the company and in the meantime has 
already paid the face value of invoices to the firm (seller), less a discount. 
The “factor” making the collection of payments of invoices on the expiry date. The 
difference resulting from the nominal value, which has already paid to the company, 
and the actual price of the invoices, is called reverse account. The difference is 
attributed to the firm, when invoices are paid, and the financial institution withholds 
the amount corresponding to the interest rate and commissions agreed in the initial 
contract. According to Milenkovic-Kerkovic and Dencic-Mihajlov (2012), the interest 
ranges from 1.5% to 3% over base rate and service fees range from 0.2% to 0.5% of 
the turnover. 
The difference from bank lending lies in the fact that factoring does not create debt 
in a company's balance sheet, because it is not a loan. By giving the “factor” the right 
to receive invoices, the firm achieves immediate conversion of accounts receivable in 
to another asset, cash, which is the main goal of the firm. Additionally, another 
difference is that two parties involved in bank lending and three parties in factoring. 
Factoring is an ideal way of financing businesses that have stable costumers, but 
cannot obtain bank lending, because of the fact that they cannot provide collateral to 
financial institutions (great range of intangible assets). In the case of factoring the 
financial institutions check the creditworthiness of the client of the firm and not the 
company itself. In this way, many SMEs choose factoring as they have clients with high 
credit ratings. Finally, a very important category of SMEs that opt for factoring 
financing, are those operating beyond the borders of their country (international 
factoring). There are two main advantages that SMEs could benefit through 
international factoring. First, companies significantly reduce the risk of their 
international trade. Granting the “factor” the right to collect the amount of the 
invoices on maturity, firm significantly reduces the cost of pooling credits overseas, as 
well as the risk that arises from the fluctuations in exchange rates. Second, “factor”, 
before proceeding to a factoring contract with the “seller” controls the 
creditworthiness of the clients of the “seller”. In this way the company receives a 
complete picture of the reliability of customers abroad with whom it intends to 
cooperate.  
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Table 5: Amounts of financing through factoring by continent, 2012 
 
Source: Tradesamaritan.com 
The table above (Table 5) clearly illustrates the importance of factoring for 
businesses in Europe as an alternative financing instrument. Almost 62% of world 
finance through factoring used by businesses operating in Europe. 
2.3) Securitized Debt 
 
Securitization is an instrument used by banks for their refinancing and the general 
management of the risks faced by their exposure to loans for SMEs. Particularly 
concerning loans to SMEs are many parameters that are estimated from banks before 
they are approved. The degree to which banking institutions can transfer the risk of 
their assets is an important factor in their business lending decisions. This process is 
the main object of securitization. 
Kraemer-Eis et al. (2010), specify the importance of securitization on SMEs loans, 
provided by banking institutions, through the creation of a secondary market for 
investment in SMEs loans. As they refer to their study, a bank (the “originator”) 
bundles loans extended to its SME customers in a pool and sells the portfolio to capital 
market investors through the issuance of notes by a special purpose vehicle, backed 
by such a loan portfolio (Asset Backed Securities). As an alternative to this true sale of 
the portfolio there is the so called “synthetic securitization” where traditional 
securitization techniques are combined with credit derivatives in order to provide 
credit protection on a pool of loans. In this case the credit risk of a selected reference 
portfolio of loans (but not the loans themselves, which remain on the balance sheet 
of the originator) is transferred to the capital market through the issuance of notes 
(Credit Linked Notes), classified by risk categories(Kraemer-Eis et al. 2010). 
With a first reading, one can argue that this funding instrument benefits banks and 
financial institutions that own SMEs loans, as this amendment restricts their exposure 
to credit risk. Nevertheless, long term the benefits are also multiple for SMEs. Through 
securitization process, financial institutions in addition to reducing the credit risk, 
meaning and reduction of financing costs, also convert loans of SMEs have on their 
balance sheet in liquid assets. This process is crucial for SMEs, as banks increase 
lending to those, having ensured a large part of the existing loans. Last but not least, 
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securitization is even more important for small banks that show limited lending 
because of their size. 
Debt securitization experienced a remarkable increase until 2008, before being 
heavily influenced by the global financial crisis stemming from covered mortgage 
securities in the US market. The above argument is clearly depicted in the graph 
(Graph 4) below. 
Graph 4: Debt securitization in Europe (total and SMEs) 
 
                                                                                                              Source: Kraemer-Eis et al. (2010). 
2.4) SMEs and venture capital 
 
Venture capital belongs to private equity funding. In this category belong usually 
wealthy private individuals, investment funds and investment schemes participating 
in the operation and fully accept the risk of the investment, in exchange of the share 
ownership of the enterprise. The investment horizon of venture capitalists usually 3-
10 years and seek to profit from the future sale of their share to another investor or 
through an initial public offering (IPO) and only in cases where the company has 
significantly increased the value of its shares.  
Therefore venture capital funds usually invest in small businesses to aspire to great 
potential for future development. In this category belong small and innovative 
companies, start-ups in high technology industries and generally businesses in fast-
growing sectors (energy, technology, and consumer retail). In these areas there is a 
large portion of SMEs that choose financing through venture capital instead of 
traditional bank lending. 
There are many reasons why SMEs choose this type of financing. The most 
important reason is that because of their nature (start-ups, innovative), SMEs do not 
have the necessary assets required by banks as collateral for a potential loan. On the 
contrary, venture capitalists are willing to invest in businesses that do not have 
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tangible assets. This is due to the fact that venture capital organizations are aiming for 
high return on their profits and undertaking high risk investments. In addition SMEs 
also aim at other types of services offered by venture capital institutions, which are 
crucial for the successful development of the company. These services cover advice 
on the development of the company, the sales network development, advice of 
technical expertise and better monitoring of the firm’ s processes. 
The main challenge venture capitalists face is what is called information asymmetry 
as it is mentioned in a previous section. To successfully face this challenge, it is critical 
venture capital schemes to have access to information pertaining to the investment 
strategies of the business, as well as to the information available to the market in 
which the business operates. Business management plays an important role in this as 
well. For this reason venture capital institutions prefer to control the business 
management in which they invest. Thus venture capitalists give incentives (fee 
income, share of other income, etc.) to fund managers to achieve the desired result. 
These motives are linked to the overall control of the business and the 
implementation of the investment strategy defined by the venture capital 
organization. 
Finally, it is important to be mentioned that despite the fact that venture capital 
is linked with investing in the early stages of a SME, research has shown that the 
majority of venture capital organizations invest in later stages of a business's life cycle 
(OECD, 2013). 
Table 6: Equity investors in firm's growth stages 
 
Source: OECD (2013e). 
As shown by the table above (Table 6), venture capital organizations prefer to 
invest in later stages of a business, when it has already received some form of 
financing and when its product or service offering has proven satisfactory in the 
marketplace. 
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Chapter 3: SMEs and the impact of global financial crisis 
 
3.1) Challenges SMEs faced during crisis in EU 
 
The global economic crisis has led to disproportionately bigger problem to SMEs 
mainly because of their size, the limited financial resources and the great dependence 
on bank lending. If added to them, their limited capabilities in technology, human 
resources and management, it is easy someone to understand the difficulties faced by 
SMEs to overcome the crisis. Finally, their greater dependence on fewer customers 
and suppliers, as opposed to large businesses, made it difficult for SMEs to survive the 
financial crisis. 
According to the Organization for Economic Cooperation and Development (OECD 
2009), in two areas SMEs were called upon to face during the crisis: a) the dramatic 
decrease of demand for their products and services and b) the tightening in credit 
terms. The result of both challenges is the rapid decline in liquidity of SMEs.  
The significant reduction in demand for SME products, resulted an increase in 
latency of payments of the receivables, which in combination with the increase in 
inventories of SMEs, led to drastic contraction of the working capital. According to 
OECD (2009) in Belgium 60% of the companies reported falling sales while 43% of 
SMEs reported experienced extended delays in their receivables. Additionally, in 
United Kingdom, 54% of the SMEs reported a fall of new orders and only 13% reported 
an increase. Lastly, in Greece, 55% of SMEs reported insufficient sales. The sectors of 
economic activity which presented the biggest losses were constructions, exports and 
manufacturing. 
SMEs, on the other hand, anticipating a further decline in their sales, decrease their 
demand for short-term debt, in order to finance their investments. This trend is 
absolutely logical, as well as small businesses were faced with a situation that had not 
met in the past. However, this trend is not similar in all the countries of the European 
Union. On the one hand, in Netherlands 20% of the SMEs were looking for additional 
funding in the beginning of the crisis and in Spain almost 80% of small firms had 
problems in accessing financing. On the other hand, in Finland only 10% of the SMEs 
were facing difficulties in payments and financing. 
European banks have likewise moved in this direction by applying a tighter lending 
policy to small and medium-sized enterprises, in terms of security guarantees and 
amounts. In general, the attitude of banking institutions towards SMEs has changed 
during this period, mainly because of the poor growth prospects of SMEs, but also 
because of the increase in cost of capital. An important role in this direction was also 
played by the European central bank, which required the commercial banks of the 
member states of the European Union to further strengthen their capital base (Basel 
II, Basel III). In order to further raise their capital base, banking institutions approved 
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loans that were fully guaranteed. This resulted to lending business with strong cash 
flows and collaterals (large firms). 
In the following table (Table 7), it is clearly illustrated the policy of reduction of 
approved loans that followed the banks in EU during the economic crisis. As it is 
observed, the highest percentages of unsuccessful applications in 2010 were found in 
Bulgaria (36%), Ireland (27%), Latvia (26%), the Netherlands (23%), Lithuania and the 
United Kingdom (both 21%). Also important are the percentages of the successful 
loans. The largest decreases in the success rate were recorded in Bulgaria (from 87% 
of all loan applications in 2007 to 43% in 2010), Ireland (from 97% to 53%), Denmark 
(from 92% to 60%), Lithuania (from 89% to 58%), Greece (from 88% to 60%) and Spain 
(from 87% to 59%). 
Table 7: Approval of loan application for SMEs 
 
Source: Eurostat 
With this specific policy banks segregate their customers and led to weakness, on 
the part of SMEs, in finding new funds. However, in spite of the tight lending policy by 
the banking institutions, non-performing loans continued to increase during the 
financial crisis and affected the general financial policy of the European Union 
members. 
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3.2) Non-performing loans (NPLs) during global financial crisis 
 
As we discussed in the previous chapter, bank lending is a key factor in the 
development of an SME and is the most popular form of financing. Loans are the 
biggest source of profit for banks. However, banking institutions face the risk of loss 
when a loan characterized as non-performing. Non-performing loan development 
affects the general lending policy both on consumer loans and mortgages, as well as 
on loans to SMEs. 
Although, the definition of a non-performing loan differs in existing literature, the 
definition given by IMF in Compilation Guide on Financial Soundness Indicators (2004) 
is commonly accepted: “A loan is nonperforming when payments of interest and/or 
principal are past due by 90 days or more, or interest payments equal to 90 days or 
more have been capitalized, refinanced, or delayed by agreement, or payments are 
less than 90 days overdue, but there are other good reasons to doubt that payments 
will be made in full”.  
3.2.1) Determinants of NPLs 
 
Initially, in order to be able to understand the evolution of the loans we need to 
analyze the factors that contributed to it. These factors can be divided into two 
categories, macroeconomic factors and bank-specific factors. 
The existing literature has proven the relationship between macroeconomic factors 
and the evolution of NPLs. The most prominent factor is the evolution of 
unemployment. In an economic downturn unemployment rises so that borrowers find 
it difficult to repay their debts. Unemployment also affects SMEs. Costumers facing 
unemployment, drastically reduce their purchases, thus reducing the turnover of 
SMEs, which leads to the increase of NPLs. Moreover, Louzis, Vouldis and Metaxas 
(2010) proved that exchange rate depreciation might have a negative impact on asset 
quality, particularly in countries with a large amount of lending in foreign currency to 
un-hedged borrowers and interest rate hikes affect the ability to service the debt, 
particularly in case of floating rate loans. Finally, NPLs are also affected from the stock 
prices, in case of been used as collaterals. A possible decrease to the price of a stock 
may lead to an increase of the possibility of a loan to become non-performing. 
Many studies have also shown that the influence of the unique characteristics of 
each bank and the policies they pursue, in their effort to enhance their efficiency and 
cost and risk management, can significantly influence and the evolution of NPLs. As 
far it is concerned the cost efficiency, banks in their efforts to reduce sharply the cost 
of operational costs, limit the resources relating to control and monitoring of loans. 
However, this in the long run can lead to a significant increase of NPLs. Additionally, it 
has been shown that banks with a shortage of capital, opt for a mix of higher risk loans, 
with a higher likelihood of having high levels of NPLs. 
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3.2.2) Evolution of NPLs in European countries during crisis 
 
The global financial crisis and the prolonged recession that has brought in many 
European countries have weakened borrowers, especially those who were 
overleveraged, and led to a sharp increase in non-performing loans. In 2014 the 
percentage of NPLs was more than doubled if compared with the rate before the crisis. 
Specifically, the percentage of NPLs reached 9.2% of euro area GDP, with a total 
amount of €932 billion. In addition, the ECB’s Comprehensive Assessment (CA) of the 
largest euro area banks proved that the percentage of NPLs was higher than the 
original estimations. More specifically, it is estimated that this percentage increased 
from 9.2% to 12.4% on average. The following chart (Chart 5) clearly depicts the 
significant increase in NPLs in European Union countries during the recession. 
Graph 5 : Evolution of NPLs in EU (in % of total loans) 
 
Source: Shekhar Aiyar, Wolfgang Bergthaler, Marina L. Moretti, (2015) 
As it is easily observed, the rates of NPLs in most European Union countries exceed 
the aforementioned average one. Moreover, the eight countries that have 
experienced the largest increase in NPLs, with the exception of Ireland, belong to the 
countries of the European south. Especially in the case of Greece and Cyprus the rates 
of NPLs exceeded 30% and 40% respectively. Three factors that are common for both 
countries have led to a huge increase in NPLs. Firstly, both countries have faced deep 
recession, high rates of unemployment and, ultimately, experienced financial 
assistance programs. Secondly, both Greece and Cyprus were imposed long time 
capital controls which further aggravate the already troubled financial situation of the 
two countries. Last but not least, due to the common culture and the developed 
economic relations between the two countries, many banking institutions operate in 
both economies following the same policies. Thus, the misguided strategies of banks 
in securing loans, have the same impact on the negative development of NPLs in both 
countries. 
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In addition to previous observations it is important, in the context of our research, 
to analyze NPLs in terms of sectors. In the Graph below (Graph 6), we observe that 
with no exceptions, the percentage of NPLs of SMEs in all European countries is higher 
compared to large corporate and households NPLs percentage. It turns out to a large 
extent that SMEs suffered during the financial crisis and this is the reason which made 
them insolvent in the repayment of their loans. Finally, banks due to the sharp 
increase of their impaired assets, decided the change of their lending policy. 
Unfortunately, the tighter lending policy implemented by banks in the following years, 
had the most negative impact on SMEs, which had the greatest dependence on bank 
lending. 
Graph 6: NPL ratio by sector, 2015 
 
Source: EBA, 2015 
3.2.3) Policies applied to settlement of NPLs 
 
Addressing the rise in non-performing loans has been a priority for European 
governments and the European Union Commission itself. Many strategies have been 
implemented and suggested for resolving this major problem. B.Mesnard, A.Margerit, 
C.Power and M.Magnus (2016) in their research presented the measure of “bad 
bank”. As they refer, in the case of Ireland, Spain and Slovenia bad banks were created 
and impaired assets were transferred from banks that were restructured. According 
to their opinion, this can create economies of scale managing non-liquid assets 
through the recruitment of NPL coaching specialists. For individual bad banks, the 
pricing of these transfers is crucial for estimating the amount of State aid and the bad 
bank's capital structure also has a decisive impact on the public. Additionally, is a fact 
that a public “bad bank” is accounted for as a public debt and not as a contingency 
liability. In Ireland and Spain “bad banks” were privately owned while in Slovenia were 
public. 
In addition, S. Aiyar, A. Banerji, P. Berkmen et al. (2016), suggest the conservative 
application of accounting standards should to continue. European Union in 
cooperation with governments through specific policies, should take steps to promote 
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stronger provisioning, deletion and recognition of income. Specific guidance on loan 
loss provisions (in line with the approaches taken in Ireland and Cyprus) focus on 
appropriate impairment factors, predictive methodologies for collectively assessed 
loans and management judgment and assumptions. Finally, they support that time 
consuming write-down requirements for non-performing loans could also be taken 
into account when the internal legal framework so permits. 
The measures implemented by the governments of the European Union, were not 
just about resolving the problem of non-performing loans, but also about the general 
financial support of SMEs, as it will be analyzed in the next section. 
3.3) Public intervention supporting financing for SMEs 
 
The purpose of this section is to present the ways used by the governments of five 
financially (Germany, France, UK, Spain, Italy) stronger countries of the Eurozone, in 
order to intervene to increase access of SMEs to debt financing and equity financing, 
in the period of global financial crisis. At the end of the session will be presented and 
the respective interventions made by the Greek government. 
3.3.1) The German case 
In 2012 the German government and the largest governmental organization (KfW 
Group) supporting SMEs announced intervention-investment of almost 24.1 billion 
Euros. The largest amount of this investment concerned the KfW Entrepreneur Loan, 
involving enterprises with at least three years of operation and lending them up to 
€25 million for medium to long-term investments with favorable interest rates. Loans 
can be used for any kind of business investment from land and building purchase but 
also for use as working capital. The firm choose any banking institution wishes to 
submit the application form, no collateral is required and up to 100% of the eligible 
investment is financed. 
3.3.2) The French case 
At the end of 2012 the French government established the Banque Public 
d’Ivestissment (or BPIfrance). The main purpose of this organization, was to manage 
a wide range of financial products with a view to enhancing the competitiveness of 
French SMEs both domestically and internationally. For this purpose the French 
government donated €21 billion in BPIfrance aiming to be invested in SMEs in the next 
5 years. Great emphasis was placed on innovation and biotechnology. The Biotech 
Garantie loan, was addressed to biotechnology businesses and concerns the 
securitization of the 70% of the loan for any investment purpose. Finally, the Garantie 
de Caution sur Projets Innovants, is a similar program aim at new startups and 
guarantees 80% of bank lending.  
3.3.3) The Spanish case 
The Spanish state has strengthened SMEs with a program of almost €100 billion, 
through two public organizations, the Instituto de Credito Oficial (ICO), which is 
dependent on the resources of the Spanish public and the Empresa Nacional de 
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Inovation (ENISA), financed by the Ministry of Industry, Energy and Tourism. The ENISA 
Competitiveness and the ENISA Technology-Based Companies were created to 
support businesses that target the improvement of their manufacturing systems and 
the development of technological innovations respectively. Both concern participating 
loans up to €1.5 million, without collaterals, at interest rates from Euribor +2% up to 
Euribor +10% depending on the creditworthiness of the firm.  
3.3.4) The British case 
In 2013 in UK, the government set up the Business Bank to boost its efforts to 
support SMEs. With this amendment, all programs relating to the financing and 
support of SMEs fell under the jurisdiction of this agency, which was financed with 
£3.9 billion. The most important intervention of this bank was through the program 
National Loan Guarantee Scheme (NLGS), which aimed to offer collateral in unsecured 
loans of SMEs effectively lowering the interest rates of these loans by one unit. It was 
addressed to firms with an annual turnover lower than £250 million. 
3.3.5) The Italian case 
In Italy, government has not focused on separating SMEs support, but tried to 
include them in the national for the general support of the Italian economy. Unlike the 
previous four cases, no agency was set up solely to support small and medium-sized 
enterprises, but the financial programs related to this type of business were 
undertaken by the public company Cassa Depositi e Prestiti, which, in collaboration 
with the Federations of Italian Banks, has set up a program designed to facilitate the 
access of Italian SMEs to bank lending. 
3.3.6) The Greek case 
The Greek government in its efforts to strengthen small and medium-sized 
enterprises - which have suffered most from financial crisis than any other European 
firm because of the country's desperate situation-created through Credit Guarantee 
Fund of Small and Very Small Enterprises (TEMPME S.A.), the program “Loan 
Guarantee and Interest Rate Subsidy for the Working Capital of Small and Micro 
Enterprises”. Through this program, the Greek government offers guarantees for 80% 
of the loan concluded by an SME with a banking institution, for the remaining 20% of 
the loan no additional collateral is required from the firms. The interest rate, which is 
covered by TEMPME S.A, has been agreed at EURIBOR +210 base units (2.10%). The 
success of the program was so great that applications reached 20,000 within three 
months and the total amount of funding exceeded 2.2 billion Euros. 
The European Union through its financial support mechanism has also played an 
important role in the efforts of governments to strengthen SMEs and restore them to 
the pre-crisis financial situation. In the next chapter the European mechanism for 
supporting SMEs will be analyzed, through the financial programs offered to them, 
and the impact that had on the financing and general support of investments by SMEs. 
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Chapter 4: The EU funding instruments and their importance in the 
performance of SMEs 
 
4.1) Multiannual Financial Framework: the formulation of EU budget  
The European Union during the economic crisis has faced many challenges such as 
boosting the European economy, managing the migration problem and strengthening 
security within its territory. In order to effectively address these challenges, the 
European Union forms a medium-long term strategy to offer financial support to the 
countries members of the union. This strategy is being achieved through Multiannual 
Financial Framework (MFF). 
The MFF is the EU’s long-term budget for supporting investments in countries-
members of the EU, for a period of five to seven years. The existing framework for the 
period 2014-2020 was decided in 2013, and the main purpose was to strengthen the 
economy in key areas such as SME financing. What is achieved through this framework 
is reconciling EU spending with its political priorities, safeguarding the EU budgetary 
discipline and thereby making it easier to approve the EU annual budget. Therefore, 
the annual budget of the European Union should be in line with the formed financial 
framework and with this amendment the programs and policies that have been 
developed by EU are becoming more effective. 
The MFF is defined and decided by the council after being proposed by the 
European Commission. The MFF divides expenditure into categories that the Union 
wants to focus on and sets limits on the management of the budget in each category. 
Moreover, the flexibility of the budget has been foreseen in the formulation of the 
framework so that exceptional circumstances and needs can be covered. This 
parameter is achieved by a series of forecasts and instruments (Emergency aid 
Reserve, Flexibility instrument) that, in case of unplanned circumstances, authorized 
resources to be used where there really is needed. 
In the approved financial framework, a significant part of the budget has been 
earmarked for the financing of SMEs. Thus, the exploitation and distribution of funds 
to SMEs has undertaken the Executive Agency for SMEs (EASME), and offers a range 
of programs in the fields of SME support and innovation, research and development, 
energy, which will be presented in detail in the following sections. 
 
4.2) The executive agency for SMEs (EASME) and financing programs for SMEs 
 
The European Commission in collaboration with the governments of the Member 
States offers through banking institutions a list of products to finance SMEs. These 
programs include financing through bank loans, microfinance, securitization or even 
equity funding such as venture capital. Through these programs, businesses enjoy 
benefits such as lower interest rates, reduced or zero loan collaterals, and greater 
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amounts of financing. In this section of the dissertation the most popular and most 
innovative programs of the European Commission will be presented.  
4.2.1) Program for competitiveness of SMEs (COSME) 
 
The European Commission has set the goal, at the beginning of the implementation 
of the financing program in 2014, to support small and medium-sized enterprises in 
such a way as to play a crucial role in the recovery of the European economy. In order 
to create the appropriate financing programs, it first sought to understand the real 
needs of the Union's SMEs. Thus, a 2013 study reveals the most significant problems 
faced by businesses during global financial crisis. In the graph above (Graph 7) the 
most pressing problems of SMEs in 2013 are presented. 
Graph 7: Problems faced by SMEs during crisis 
 
Source: European Commission, “2013 SMEs’ Access to Finance”, November 2013 
One of the first difficulties SMEs faced was access to finance in combination with 
the difficulty of finding customers and the increased competition. Thus, the European 
Commission in order to help SMEs cope with these difficulties, decided to set up the 
program for the competitiveness of SMEs (COSME). The European Commission 
through this program aimed at facilitating access of enterprises to finance, to improve 
access to markets both at European Union and global level, enhancing 
competitiveness and their stability and adoption entrepreneurial culture on behalf of 
SMEs. COSME program was funded with €2.3 billion. 
Concerning facilitating access to finance, the European Commission, in cooperation 
with the European Investment Bank (EIB) and the country's banking institutions, 
provides through this program guarantees for the loans requested. Specifically, for 
both startups and businesses with several years of operation, it provides 50% of the 
loan security and reduced interest rates on the entire loan. However, the overall 
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interest payment burden is determined by the banking institutions of the country and 
according to the creditworthiness of the business. 
Additionally, the European Commission in order to tackle the problem of SMEs 
finding new customers but also improving their access to other markets, establishes a 
series of actions and measures under the program. These actions include providing 
information on markets in other countries and specifically, information on barriers to 
entry these markets, but also on existing opportunities for businesses. Actions in the 
context of COSME include cooperation with third countries, for the development of 
industrial and business policies but also reducing the gap in terms of regulatory 
framework for products and services. Finally ,by applying the aforementioned 
measures and actions, but also promoting in SMEs successful practices that have been  
already used by other companies, the European Union achieves the development of 
competitiveness and the adoption of operational strategies with a view to further 
strengthening of SMEs. 
4.2.2) Horizon 2020- Funding for Innovation and Research 
 
Europe in the second decade of the 21st century faces problems such as low 
growth, insufficient innovation and social challenges. The perception of the recent 
years is that in order a country to become competitive in international markets, it will 
have to invest significant capital in innovation and research. Following this trend the 
European Union created the program Horizon 2020, with a view to funding innovative 
SMEs and research companies with a €80 billion budget which is 46% larger than the 
previous one (2007-2013). 
Moreover, many studies have shown the importance of research and innovation in 
the stabilization of the economy and the growth of the production. Modern economic 
studies demonstrate the contribution of research and innovation for the creation of 
more and better jobs and the increase of the competitiveness of SMEs. 
Horizon 2020 has structured around three pillars, where the European Union has 
decided to invest: Excellent Science, Industrial Leadership and Societal Challenges. 
The growth and empowerment of science is crucial to future support for the 
competitiveness and prosperity of the European Union. One of the aims of the 
program is to invest in the needs of the European Union's scientific community, in 
order to attract top researchers to Europe. Attracting researchers will have a positive 
impact as it will develop innovative solutions for SMEs, mainly because of 
technological development of businesses. 
“Industrial leadership” is directly linked to supporting entrepreneurs and small and 
medium-sized businesses focusing on research and innovation in order to achieve 
leadership in the areas they are active in. Supporting this pillar will also address many 
market failures, such as limited private investment in research and development and 
insufficient funding to create innovative SMEs operating in sectors such as 
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biotechnology, nanotechnology and advanced production. Purposes of the European 
Union is by stimulating SMEs, to develop strategies alignment with the private sector. 
The financing schemes that will be absorbed by SMEs will be supported by a package 
of measures to create an environment friendly to innovation and investment. 
Last but not least, the first two pillars of the program Horizon 2020 should comply 
with the third one of the “Societal Challenges”. According to European Commission 
(2011), Horizon 2020 will focus on the resolution of six societal challenges: (i) health, 
demographic change and wellbeing; (ii) food security, sustainable agriculture, marine 
and maritime research and the bio-economy; (iii) secure, clean and efficient energy; 
(iv) smart, green and integrated transport; (v) climate action, resource efficiency and 
raw materials; and (vi) inclusive, innovative and secure societies. Thus, any SMEs 
involved in the program Horizon 2020, should harmonize their investment in this 
direction, which is a well-established European Union policy. The main purposes of 
the European Union is to create an environment competitive for SMEs who will join 
the program, both at European level and globally, but in addition the investment will 
be financed by the program must create value and increase the quality of the daily 
lives of European citizens. 
4.2.3) Employment and Social Innovation Program (EaSI) 
 
The Employment and Social Innovation Program (EASI) is a financial instrument 
offered by the EU to small and medium-sized enterprises with the aim of ensuring a 
high level of quality and sustainable employment, ensuring decent social protection, 
combating social exclusion and poverty and improving working conditions. This 
particular program does not offer direct financing to businesses, but provides 
collaterals to financial institutions mediating for companies requesting funding. 
Moreover, in order for a firm to join the program it will have to meet certain “Social 
Enterprise” criteria. First, it should aim not only at generating profits for its owners or 
shareholders but also at achieving effective, positive impacts on society, by producing 
products or by applying methods in this direction. In addition, a firm should use its 
profits from its activities to achieve its “social purpose” and distribute it to its 
shareholders or owners in such a way that its main purpose is not distorted. Finally, 
the business must be managed in a transparent and responsible manner and, above 
all, with the involvement of employees who are directly affected by the management 
decisions. In this way, the EU aims at active participation of employees in management 
decisions of enterprises. 
Additionally, aim of the program is to offer “technical assistance” to SMEs through 
a consultative tool. Through this tool the European Union aims to train SMEs in such 
a way that they can expand their operations, meet the challenges of the market, 
recover from the difficulties they faced during the financial crisis and especially for 
businesses that are innovative and startups that have difficult access to financing, but 
also lack of experience in the business environment. The advisory service is 
compulsory with the financing of SMEs, demonstrating the EU's determination to 
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participate actively in business education and not only in their funding. As Torfs, W., 
& Lupoli, M. (2017) refer to their survey the EaSI technical assistance includes the 
following services: a) Institutional assessments to identify a microfinance institution’s 
needs and areas for improvement b) Tailored trainings on various topics that aim to 
improve the quality of internal processes of the microfinance institutions 
c)Investment readiness trainings d) European Code of Good Conduct implementation 
trainings and compliance evaluations(a prerequisite for microfinance institutions that 
want to benefit from the EaSI Financial Instruments and EaSI Technical Assistance) e) 
Events to facilitate the sharing and dissemination of best practices (e.g. peer-to-peer 
trainings, study visits, and microfinance workshops) and f) A dedicated Helpdesk to 
facilitate the sharing of best practices and increase awareness within the microfinance 
sector in Europe. 
The program's budget has reached €920 million and is expected to benefit more 
than 1,500 businesses by the end of it. 
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Chapter 5: Empirical part- Greek SMEs, forms of financing and the effect 
of global financial crisis 
 
5.1) Data and Methodology 
 
In the final section a survey of Greek SMEs will be presented and is designed to 
highlight the ways in which Greek businesses can be financed, the impact of the global 
financial crisis on them, as well as the changes that entrepreneurs are seeking for the 
future. The survey was conducted by the method of questionnaire and consists of 15 
questions, relating to the form of financing used by enterprises, the difficulties 
encountered during the economic crisis, as well as their knowledge about funding 
programs through the European Union. The survey was addressed to companies based 
in northern Greece and took place in October 2019. Greek SMEs that responded to 
the questionnaire reached 80, however completed questionnaires was 70. 
5.2) Results 
 
Initially, the first two questions of the questionnaire refer to the demographic data 
of the participants: gender and age. The following graphs (Graph 8 and 9) show the 
gender and age categories of the entrepreneurs involved in the survey. As it is noted, 
67% of respondents were men while 33% were female entrepreneurs. 
Graph 8: Gender of participants 
 
 
Additionally, regarding the age categories of the participants it is observed that the 
sample is almost equally divided into three age categories: from 26-35 years 31.40%, 
from 36-45 years 25.70% and from 46-55 years 30%. 55+ years old participants 
reached 12.90%. However, what is worth emphasizing is the percentage of 
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entrepreneurs aged 18-25. It is a sign that youth entrepreneurship in Greece, 
especially after the end of the crisis, has not developed and radical reforms are needed 
to strengthen it. Many government programs are already being developed to foster 
youth entrepreneurship and innovation. 
 
Graph 9: Age categories of participants 
  
Questions 3,4,5,6 reflect the data of the Greek SMEs involved in the survey 
regarding their legal form, number of employees, years of operation and activity 
sector.  
Graph 10: Legal form of SMEs 
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The graph above (Graph 10) shows the legal form of the companies that 
participated in the research (Question 3). 74.3% are individual enterprises, such as 
natural and the majority of Greek SMEs, while only 20% has more than one 
shareholder. 
Question 4 concerned the number of staff employed by the companies surveyed. 
As it is clearly depicted in graph below (Graph 11) 87.14% of businesses employ 0-9 
employees (micro SMEs). As stated in the introduction of the dissertation 90% of 
enterprises in Europe belong to the category micro-SMEs and so there is almost full 
agreement with the results of the survey. Finally, only 12.86% of the companies 
employ more than 10 employees. 
 
Graph 11: Number of employees 
 
 
Question 5 concerned the years of operation of the companies. The results of this 
question are very important for the research, as 78.50% of businesses have been 
operating for more than 6 years as shown in the graph (Graph 12) below. Therefore, 
the majority of businesses were operational during the financial crisis, so it is a very 
good sample for the questions that follow and concern the impact of the financial 
crisis on Greek SMEs. 
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Graph 12: Years of operation 
 
 
In question 6 businesses were called to specify their field of activity. According to 
Graph 13, 34.29% of the firms operate in trade, 22.86% in services, 18.57% in food 
services and 5.71% in tourism, which moreover constitute the most significant sectors 
of SMEs in Greece. 
Graph 13: Activity Sector 
 
 
Graph 14 illustrates the financing modalities used by businesses that have 
responded to the research questionnaire (Question 7). As it is shown below, 68.57% 
of firms use own funds to finance its activities, followed by 37.14% of firms which use 
bank lending for their investments (SMEs could choose more than one ways of 
financing). This result confirms the high dependence of SMEs in Europe from bank 
lending, as discussed in the previous section. It is also important to be mentioned the 
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almost zero percentage of alternative ways of financing such as Leasing, Factoring, 
Business Angels and Venture Capital. Alternative financing methods are mainly used 
by larger companies that have specialized staff with knowledge and experience in such 
forms of financing. Finally, the percentage of financing through EU programs is also 
low (8.57%) and this result will be confirmed in the following questions concerning the 
financing ways through EU programs. 
 
Graph 14: Forms of financing used by Greek SMEs 
 
 
Question 8 was investigating the importance of access to finance for business 
viability. The following graph (Graph 15) clearly demonstrates that 53% of the firms 
confirms the absolute need for access in financing methods and only 8% of firms 
considers access to finance insignificant for its viability. 
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Graph 15: Importance of access to financing
 
 
The next four questions of the survey will try to highlight the impact of global 
financial crisis on the sustainability of SMEs. In Question 9 entrepreneurs were asked 
to determine the extent to which the crisis affected their business operations on a 
scale of 1 to 5 (Graph 16: where 1 was not at all and 5 was extremely). What is clearly 
observed is that 50% responded that their business was affected “very much” or 
“extremely”, while cumulatively 85.71% responded that was affected “a lot” or more. 
On the other hand, just the 2.86% responded that their firms were not affected “at 
all” by the crisis, which is strong evidence of the affection of the crisis in Greek SMEs. 
 
Graph 16: Impact of global financial crisis 
 
 
The following graph (Graph 17-Question 10) illustrates the difficulties encountered 
by SMEs during financial crisis (SMEs could choose more than one difficulties). The 
vast majority responded that the biggest difficulty SMEs faced was taxation (71.4%). 
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In order to achieve the financial targets set by the lenders, the Greek governments 
decided to over-tax corporations (corporate taxation increased to 29%). This has led 
to the financial stranglehold of Greek businesses, and if this is linked to the decrease 
of sales (Finding new costumers 37.14%) and the tight lending policy from Greek banks 
(Access to finance 28.57%), it can be realized the tragic financial situation of Greek 
businesses in previous years. Finally, production cost, legislation and competition 
were equally rated as factors of business difficulties by the participants (approximately 
20%).  
 
Graph 17: Difficulties faced SMEs during crisis 
 
 
Additionally, Questions 11 and 12 aim to capture the business opinion of the post-
crisis period. Thus, in the graph below (Graph 18) it is demonstrated Greek businesses' 
mistrust of the banking system, with 60% of respondents believing that access to 
finance is more difficult in the post-crisis period, despite the significant improvement 
of the Greek economy in general. The main cause of the mistrust towards the Greek 
banking system, is the tight lending policy of the banks during the period of financial 
crisis, as analyzed in a previous section. 
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Graph 18: Post-crisis access to financing 
 
 
In Question 12 participants were asked to answer what should be improved for 
SMEs in the next years (SMEs could choose more than one answers). As in Graph 17, 
Greek entrepreneurs demand the reduction of taxation (92.86%) showing their 
opposition to the economic policies implemented in the years of crisis. In addition, 
47.14% of the SMEs want the reduction of bureaucracy, which has been demanded by 
Greek businesses for many years, in order their activities to be facilitated. Moreover, 
41.43% of SMEs wish for easier access to finance in order to develop their investment 
plans. 
Graph 19: What should be improved for SMEs in the next years 
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Questions 13 and 14 aim to highlight the familiarity of entrepreneurs with 
European funding programs. However, it is proved from the following graphs (Graph 
20 &Graph 21) a great contrast. On the one hand, Greek businessmen are willing to 
use a European funding program to develop an investment plan (87%), but otherwise 
most of them are unaware of any of the European SME financing programs that have 
been put forward to them (70%). Only 24.29% declared that it is aware of COSME 
program and 14.29% of the EaSI one. This demonstrates the lack of know-how on the 
part of entrepreneurs to look for new funding sources but also the lack of qualified 
staff who could evaluate new funding programs. 
 
Graph 20: Would you choose an EU funding program to develop an investment project? 
 
Graph 21: Which of the above EU funding programs are you familiar with? 
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Finally, Question 15 aims to highlight the degree of confidence of Greek SMEs in 
the Greek state after the crisis. Contrary to the distrust that Greek SMEs still have in 
the domestic banking system, as demonstrated in Question 11, confidence in the 
Greek state appears to have restored as evidenced in Graph 22. 64% of participants 
replied that would not relocate their business to other European county, which proves 
the reverse of the economic climate in Greece, after delivering nearly 10 years of 
financial crisis. 
 
Graph 22: Would you relocate your business to another country if the access to financing was easier compared to Greece? 
 
 
  
36%
64%
Yes No
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Conclusions 
 
The survey was intended to analyze the ways in which SMEs are financed in Europe, 
the impact of the global financial crisis on them, and the important role of the 
European Union through European funding programs in addressing it. Moreover, with 
the preparation of the questionnaire the survey aimed to highlight the 
aforementioned issues in Greek SMEs. 
First, it turned out that European SMEs were mainly dependent on bank lending to 
achieve their investment plans, which was also shown by the research on Greek SMEs. 
Additionally, it has been proved that the financial crisis had a very large impact on 
SMES, as banks tightened lending policy, effectively leading to their financial 
strangulation. However, this fact has led SMEs to look for new financing options. The 
impact of the financial crisis was also shown in the research on Greek SMEs, which 
faced the greatest difficulties, as the Greek economy was on the verge of bankruptcy. 
However, a very small percentage of these companies sought new funding sources, 
and the majority of businesses addressed the effects of crisis using own funds. 
The European Union's intention to support SMES during the financial crisis has also 
been demonstrated in the survey. EU considers SMEs as the backbone of the 
economies and wanted to support and strengthen them during the financial crisis, 
seeing the decline in bank lending. So EU created several funding programs relevant 
to all areas of activity of SMEs and particularly the areas of innovation, youth 
entrepreneurship and startups. However, research on Greek SMEs has shown the 
opposite. The majority of businesses are unfamiliar with European funding programs 
and only a small percentage have used any of these programs to implement any 
investment. The lack of expertise and qualified personnel to Greek businesses proved 
important factor for not adopting new forms of funding, such as those of the European 
Union. The non-adoption of new modes of financing by Greek SMEs was one of the 
most important reasons Greek businesses faced greater impacts during the financial 
crisis and their recovery was lagging behind other European ones. 
The financial health of a country is directly linked to that of its businesses, and in 
particular to the small and medium-sized ones that make up the majority of businesses 
in general. As the research has shown, countries that have substantially supported 
their SMEs have been able to recover faster and cope with the adverse conditions of 
the financial crisis. Finally, the countries that will continue to support and invest in 
SMEs will show higher growth rates but also better economic conditions in general. 
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Appendix 
Survey Questionnaire  
 
Question 1: Gender 
a) Male  
b) Female 
 
Question 2: Age 
a) 18-25 
b) 26-35 
c) 36-45 
d) 46-55 
e) 55+ 
 
Question 3: What is your position in the company? 
a) Owner 
b) Partner/ Shareholder 
c) Other 
 
Question 4: How many employees work in your business? 
a) 0-9 
b) 10-30 
c) 30-50 
d) 50-100 
e) 100-250 
 
Question 5: How long has your business been operating? 
a) 0-3 
b) 3-6 
c) 6-10 
d) 10+ 
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Question 6: Activity sector 
a) Advertising 
b) Energy 
c) Food Services 
d) Rendering of services 
e) Telecommunications 
f) Tourism 
g) Trade (Retail/Wholesale) 
h) Transportation 
i) Other 
 
Question 7: Where did you get the funds needed to set up your business? 
a) Bank Lending 
b) Own Funds 
c) Friendly/ Relative Environment 
d) Public Subsidy 
e) European Funding Programs 
f) Leasing 
g) Factoring 
h) Franchise 
i) Venture Capital 
j) Business Angels 
k) Other 
 
Question 8: How important do you consider the ease of access to financing for the 
viability of your business? 
a) Insignificant 
b) Neutral 
c) Significant 
d) Absolutely Essential 
 
Question 9: How much has the financial crisis affected your business? 
a) 1 (Not at all) 
b) 2 (A little) 
c) 3 (A lot) 
d) 4 (Very much) 
e) 5 (Extremely) 
 
45 
 
 
Question 10: What was the biggest difficulty your business faced during the crisis? 
a) Competition 
b) Finding new Customers 
c) Access to Finance 
d) Taxation 
e) Legislation 
f) Production Cost 
g) Availability of Specialized Staff 
h) Other 
Question 11: Do you think that access to finance for SMEs in relation to the crisis 
period is: 
a) Easier 
b) More Difficult 
c) Nothing has changed 
Question 12: What would you like to be improved in the next years regarding SMEs? 
a) Tax Regime 
b) Reduction of Bureaucracy 
c) Access to Finance 
d) Government Incentives 
e) Other 
Question 13: Would you choose a European Union funding program to develop an 
investment project? 
a) Yes 
b) No 
Question 14: Which of the following EU funding programs do you know of? 
a) COSME 
b) EaSI 
c) Innovfin 
d) LIFE 
e) None of the above 
Question 15: Would you incorporate your business in another country if you know 
that there is greater ease of financing in relation to Greece? 
a) Yes  
b) No 
 
